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IQ.  (U)  Central  Bank  of  Oman  (CBO)  Executive  President  Hamood 
Sangour  al-Zadjali  reaffirmed  his  institution's  opposition  to 
permitting  Islamic  banking  operations  in  Oman  during  a recent 
interview  with  the  Middle  East  Economic  Digest.  Bucking  a 
regional  growth  trend  in  offering  such  services,  Zadjali 
remarked,  "We  shall  not  allow  it.  We  believe  that  banks 
should  be  universal.  We  won't  allow  specific  banks." 

112.  (SBU)  Zadjali 's  comments  echo  his  previous  public 
statement  on  Islamic  banking,  as  reported  reftel.  During  the 
September  2006  Economist  Business  Roundtable  event,  Zadjali 
flatly  stated  that  Islamic  banking  was  not  permitted  in  Oman, 
and  that  the  CBO  had  no  plans  to  permit  it  in  the  near-term. 

He  alluded  to  such  banks  as  using  the  "Islamic"  label  as  a 
marketing  tool  and  said,  "At  the  end  of  the  day,  Islamic 
banks  face  the  same  expenses  for  borrowing  as  other  financial 
services . " 

13.  (C)  Comment:  The  Executive  President's  position  on 

Islamic  banking  is  reflective  of  the  close  eye  the  regulator 
intends  to  keep  on  the  Sultanate's  banking  industry.  Aside 
from  the  CBO ' s interest  in  keeping  the  sector  free  from 
religious  connotations,  the  Bank  is  focused  on  ensuring  that 
all  commercial  banks  in  operation  remain  healthy  and  in  this 
regard,  remains  concerned  that  Oman  may  become  "overbanked" 
by  permitting  the  establishment  of  Islamic  banking.  End 
Comment . 
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